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Investment Grade 
 

Fallen Angels Ba1 to B1 B2 and below 

PUBLIC FINANCE – US 

Coronavirus effects: Credit drivers and rating consequences 
The credit quality of some US public finance issuers decreased in May largely driven by the direct and indirect effects of the coronavirus-
induced economic slowdown. Still, downgrades accounted for less than 20% of the public finance sector’s rating actions, indicating the 
pandemic is not having a widespread effect on issuers’ credit profiles.  

We took rating actions1 on 114 issuers in May, or about 0.9% of the approximately 12,100 public finance issuers we rate. Close to 68% of 
those issuers (78) had ratings affirmed or confirmed. Of that group, half had no outlook changes with most of the remainder having 
outlooks lowered, mostly in a negative direction. We downgraded 21 issuers, upgraded 14 and placed one on review for possible downgrade.  

Key takeaways include: 

» Many states are deep in their budgeting process for the next fiscal year, facing expected revenue drop-offs due to the pandemic. 
After negative actions on a handful of states in the previous month, we took no actions on states in May. We did change the 
outlooks to negative for US territory Guam (Ba1 negative) and its waterworks authority (Baa2 negative). 

» The coronavirus is hurting the credit quality of some local governments, particularly those with narrow liquidity combined with a 
heavy dependence on economically sensitive revenue or material exposure to enterprises adversely affected by the pandemic. Of the 
65 actions in May in the local government sector, downward revisions of ratings or outlooks accounted for 22 and upward 
movements for 19; affirmations without a change in outlook accounted for the balance of activity.   

» In the higher education/nonprofits sector, some nonprofit organizations with higher exposure to reduced revenues or with rising 
social risks were downgraded. Most notably, the Archdiocese of New Orleans (B1, rating on review for downgrade) declared 
bankruptcy, citing the financial impact of sexual abuse claims; coronavirus effects will likely further strain its financial performance. 
Affirmations were largely centered on universities with significant flexibility to manage through the turbulent credit environment. 
There were a total of 16 rating actions in the higher education/nonprofit sector, including seven downgrades and nine affirmations. 

» Healthcare issuers continued to endure lower reimbursement revenue and higher expenses, difficulties that have hampered the 
industry since well before the coronavirus. Consequently, the coronavirus was a consideration but not the driving force behind the 
one May downgrade. There were also five affirmations, including three with outlook changes to negative during the month.   

» Infrastructure actions demonstrated sector stability with only 20 actions and one downgrade. The Municipal Energy Agency of 
Mississippi’s (Baa2 stable) downgrade reflects limited economic strength of certain service areas. The ratings of Guam Power 
Authority (Baa2 negative) and Port Authority of Guam (Baa2 negative) were confirmed and the outlooks were changed to negative 
partly due to the issuers’ relationship with the Government of Guam. We also affirmed the ratings on three toll road systems and 
changed the outlook on two from positive to stable.           

For the latest on US public finance rating actions, click here.       

                                                                                 
1 The rating actions cited in this report are affirmations, downgrades/upgrades and outlook changes. Newly assigned ratings and rating withdrawals are excluded from our tallies. 

https://www.moodys.com/credit-ratings/Guam-Government-of-credit-rating-600029376
https://www.moodys.com/credit-ratings/Guam-Waterworks-Authority-credit-rating-808829776
https://www.moodys.com/credit-ratings/Archdiocese-of-New-Orleans-LA-credit-rating-809955563
https://www.moodys.com/credit-ratings/Municipal-Energy-Agency-of-Mississippi-credit-rating-800025096
https://www.moodys.com/credit-ratings/Municipal-Energy-Agency-of-Mississippi-credit-rating-800025096
https://www.moodys.com/credit-ratings/Guam-Power-Authority-credit-rating-600042912
https://www.moodys.com/credit-ratings/Guam-Power-Authority-credit-rating-600042912
https://www.moodys.com/credit-ratings/Port-Authority-of-Guam-credit-rating-904565421
https://www.moodys.com/researchandratings/market-segment/u.s.-public-finance/-/005003/005003/-/2/0/-/0/-/-/-/-1/-/-/-/en/global/pdf/0/rra?cid=MOZ9OZORFMS4730
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The coronavirus and associated economic downturn continue to drive rating actions. We have taken and likely will continue to take 
negative rating actions for issuers we expect will face material and sustained credit deterioration through the end of the credit cycle. 
The longer-term impact for each rating reflects both the depth and severity of the crisis as well as an analysis of each issuer’s 
mitigation strategy and capability. As we continue to manage ratings through the crisis, we will endeavor to position ratings at their 
appropriate absolute and relative level as quickly as possible. 

Note: Issuers in this report are categorized according to their broad sector classifications, rather than according to their specific 
methodologies. The sum of rating action types will not necessarily add up to the total rating actions because some issuers will have had 
more than one type of rating action. For example, an issuer that is downgraded one notch and remains under review for downgrade will be 
counted in both the “-1 notch” and “review” categories, but that issuer will only count once in the total action counts. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Recent Rating Actions Summary (1-31 May 2020) 
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Recent Rating Actions Summary (1-31 May 2020) 
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Recent Rating Actions Summary (continued)  
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Recent Rating Actions Summary (continued)  
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Recent Rating Actions Summary (continued)  
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Recent Rating Actions Summary (continued) 
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Recent Rating Actions Summary (continued)  
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Contacts: 

Michael Rowan +1 (212) 553-4465 
Managing Director – Global Public Project and 
Infrastructure Finance 
michael.rowan@moodys.com 

Gail Spector-Sussman +1 (212) 553-0819 
Senior Vice President – Public Project and Infrastructure 
Finance 
gail.sussman@moodys.com 

Kendra Smith +1 (212) 553-4807 
Managing Director – Public Finance 
kendra.smith@moodys.com 

Leonard Jones +1 (212) 553-3806 
Managing Director – Public Finance 
leonard.jones@moodys.com 

Alexandra Parker +1 (212) 553-4889 
Managing Director – Public Finance 
alexandra.parker@moodys.com 

Timothy Blake +1 (212) 553-4524 
Managing Director – Public Finance 
timothy.blake@moodys.com 

James Hempstead +1 (212) 553-4318 
Managing Director – Utilities 
james.hempstead@moodys.com 
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This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on 
www.moodys.com for the most updated credit rating action information and rating history.  
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